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History and Enabling Legislation

Strategic Goals

The Department of Commerce is one of the oldest cabinet-
level departments in the United States Government. Originally
established by Congressional Act on February 14, 1903 as the
Department of Commerce and Labor (32 Stat. 826; 5 U.S.C.
591), it was subsequently renamed the U.S. Department of
Commerce by President William H. Taft on March 4, 1913
(15 U.S.C. Section 1512). The defined role of the new Depart-
ment was “to foster, promote, and develop the foreign and
domestic commerce, the mining, manufacturing, and fishery
industries of the United States.”

Mission

The Department of Commerce creates the conditions for
economic growth and opportunity by promoting innovation,
entrepreneurship, competitiveness, and stewardship.

Economic Development Administration (EDA)
Economics and Statistics Administration (ESA)
Bureau of Economic Analysis (BEA)
Census Bureau
International Trade Administration (ITA)
Bureau of Industry and Security (BIS)
Minority Business Development Agency (MBDA)
U.S. Patent and Trademark Office (USPTO)
National Institute of Standards and Technology
(NIST)
National Technical Information Service (NTIS)
National Telecommunications and Information
Administration (NTIA)
National Oceanic and Atmospheric
Administration (NOAA)

Goal 1: Maximize U.S. competitiveness and enable economic
growth for American industries, workers, and consumers

Goal 2: Promote U.S. innovation and industrial competitiveness
Goal 3: Promote environmental stewardship

Management Integration Goal: Achieve organizational and
management excellence

Location

The Department is headquartered in Washington, D.C., at the
Herbert Clark Hoover Building, which is located on eight acres
of land covering three city blocks. The Department also has
field offices in all states and territories and maintains offices
in more than 86 countries worldwide.

Employees

The Department is an agency with approximately 37,000
employees.

Financial Resources

The Department's FY 2007 and FY 2008 budgets were
approximately $7.8 billion and $7.6 billion (budget authority)
respectively.

Internet

The Department’s Internet address is www.commerce.gov.
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STATEMENT FROM THE SECRETARY

STATEMENT FROM THE SECRETARY

Accountability Report (PAR). The report describes the Department's goals and our

progress in meeting them. It also provides program data and information about
financial management and performance. This will be the final PAR for this Administration
as we turn over control to the new Administration. It is my belief that we are leaving
the Department in a stronger condition than when we first began, in part because we are
focusing more on being accountable to the American taxpayers. The data and details in
this report provide an account of the Department's accomplishments in maximizing U.S.
competitiveness, enabling economic growth, fostering U.S. leadership in science and
technology, and promoting environmental stewardship.

:][ am pleased to present the Department of Commerce's FY 2008 Performance and

Trade, Competitiveness, and Economic Growth

For the first time, the U.S. trade balance in manufactured goods with our 15 Free Trade Agreement (FTA) partners is in a surplus,
rising to a $2.7 billion surplus from a $12.3 billion deficit during the same period in 2007. This improvement in the trade
balance is due to the increasing competitiveness in FTA markets of U.S. manufactured goods. Since 2002, FTAs have helped U.S.
manufactured exports grow steadily, and at a faster rate than imports. Year-to-date through May 2008 (when compared to the
same period of 2002), U.S. manufactured exports to FTA countries have grown 63 percent, compared to only 42 percent growth
in imports.

The Department through the International Trade Administration (ITA) has made strong progress toward improving trade for
U.S. industries and workers, particularly in the areas of increasing exports to commercially significant markets and broadening
and deepening the U.S. exporter base. We remain focused on making greater progress on improving U.S. competitiveness and
removing industry-specific trade barriers. In FY 2008, ITA saved industry $497 million through its analysis and recommendations
on major rulemakings.

In FY 2008, the Economics and Statistics Administration's (ESA) Bureau of Economic Analysis (BEA) and Census Bureau continued
to increase and improve the quality and availability of economic and demographic information used as a basis for important
decisions by business leaders, policymakers, and the U.S. public. In FY 2008, the Census Bureau corrected street features in
the Topologically Integrated Geographic Encoding and Referencing System (TIGER) database for 320 counties, bringing the total
completed to 100 percent of all 3,232 counties in the United States, Puerto Rico, and the U.S. Island Areas.

Due to significant cost, schedule, and performance problems with the Field Data Collection and Automation (FDCA) project, the
Department and the Census Bureau decided to revise the scope of the project. The Census Bureau is taking specific actions to
strengthen management and oversight to reduce overall program risk for the 2010 Census.

The Department also assists U.S. industries, communities, and workers through investments in public infrastructure and technology,
which in turn attract private capital investment and new jobs. The Economic Development Administration's (EDA) investments
since FY 2001 of $2 billion realized $8 billion in private investments and over 600,000 jobs, using grantee estimates. One example
involved an investment of $1.5 million in the Keystone Hotel business incubator in McCook, NE, that is assisting the nurturing
of entrepreneurs and incubation of new businesses in a rural region of southeastern Nebraska where economic diversification
is badly needed. An initial estimate indicates this project has exceeded its private investment and job creation forecasts of
$24.8 million and 52 jobs. This investment promoted regionalism and entrepreneurship, allowing the expansion of 21st Century
Systems, a software application firm now operating on the McCook Community College campus. The project will also house the
McCook Entrepreneurship Center, a full-service support program for entrepreneurs, offering resources and support for startup
businesses.
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Similarly, the Minority Business Development Agency (MBDA) helped obtain over $1.8 billion in transactions for minority firms
and created over 4,600 jobs during FY 2008, largely through MBDA's Strategic Growth Initiative to attract firms capable of
competing for larger contracts.

Innovation and Intellectual Property Protection

In 2007, we established an advisory committee on measuring innovation in the 21st century economy to recommend ways
to improve the measurement of innovation in the economy. Better innovation metrics will enhance understanding of how
innovation occurs in different sectors of the economy, how it is diffused across the economy, and how it impacts economic
growth and productivity. In January 2008, the advisory committee, made up of private sector chief executive officers (CEO)
and academics, issued a report with recommendations for action by the government, the business community, and researchers.
Work is underway on the recommendations. By January 1, 2009, BEA will publish an aggregate gross domestic product (GDP),
multifactor productivity account as well as a blueprint for an innovation account. In addition, BEA is working with the National
Science Foundation (NSF) and the Census Bureau on expanding NSF measures of innovation beyond scientific and engineering
measures.

The domestic and foreign economies benefit from economic growth fueled by innovation. Continual development of a vigorous,
flexible, and efficient intellectual property (IP) system protects individual rights, encourages investment in innovation, and
fosters entrepreneurial spirit. The Department is committed to maintaining and improving IP protection through the efficient,
effective implementation of patent, trademark, and copyright laws as well as supporting domestic and international enforcement
activities.

The U.S. Patent and Trademark Office (USPTO) had the highest production, highest hiring, highest usage of electronic filing and
electronic processing, and highest number of examiners on-board and working from home in its history. USPTO met 100 percent
of its goals established pursuant to the Government Performance and Results Act (GPRA) of 1993. Patents maintained its best
examination compliance rate in a quarter of a century, while Trademarks continued to maintain its high quality compliance rate.
The number of patent applications filed doubled between 1997 and 2007, and this trend is expected to continue, reflecting the
Nation's strong participation in global business growth and innovation. The Department is committed to achieving long-term
reductions in pendency through a combination of hiring, retention, training, and process optimization.

With innovation essential to the Nation's economic future, the Department continued to play a key role in the American
Competitiveness Initiative (ACI) to maintain U.S. leadership in science and technology. The National Institute of Standards and
Technology (NIST) is one of three primary federal agencies in the ACl that support basic research programs in the physical
sciences and engineering. NIST's measurement science and standards form a key part of the foundation for innovation. NIST
research laboratories provide standards, verified data, measurement science, and test methods to support development of new
technologies and to promote the competitive standing of the United States in the global economy.

NIST's laboratories provide the measurement science and standards capabilities needed by industry to continually develop new
and improved products and services and enhance quality of life. NIST staff members participate in more than 105 standards
development organizations each year, and NIST sells more than 30,000 Standard Reference Materials (SRM) and 5,000 Standard
Reference Databases annually. The Department’'s measurement and standards work addresses a significant portion of the Nation's
modern technology-based economy, from the automotive to the biotechnology sector, from basic materials and manufacturing to
information technology (IT), and from companies with a handful of employees to the largest of firms.

The National Telecommunications and Information Administration (NTIA) continued its key activities in radio spectrum management
and in implementing programs under the Digital Television Transition and Public Safety Fund. These included the successful
coordination of the Spectrum Reform Initiative implementation plan, as well as the issuance of requlations and the award of a
contract to administer the Digital Television Transition Coupon Program.
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Environmental Stewardship

In FY 2008, the National Oceanic and Atmospheric Administration (NOAA) continued its strong performance from a year ago, meeting
90 percent (27 of 30) of its targets for the year. In FY 2008, NOAA met the target for the measure it missed in FY 2007—reducing
the error in sea surface temperature measurement. NOAA missed the targets for the following three measures: accuracy for winter
storm warnings, accuracy of aviation forecasts, and square nautical miles surveyed. For the two accuracy measures, NOAA missed
the targets by only one percent. For square nautical miles surveyed, NOAA surveyed 85 percent (2,217 miles) of its targeted amount
of 2,500 miles, not achieving the full amount because of some unforeseen mechanical issues and the effects of Hurricanes Gustav
and Ike on the Gulf of Mexico.

In FY 2008, NOAA continued to improve its Fish Stock Sustainability index (FSSI), its comprehensive measure of reducing overfishing.
In FY 2008, overfishing of three commercially valuable stocks ended: Petrale Sole, Bigeye Tuna (Atlantic), and Finetooth Shark
(Atlantic). Further progress on eliminating overfishing is anticipated from the implementation of annual catch limits (ACL) for all
stocks per the provisions of the Magnuson-Stevens Reauthorization Act. NOAA also made significant progress in combating the
fraudulent mislabeling of seafood products. Through cooperation with the Federal Bureau of Investigation (FBI), U.S. Customs and
Border Protection, and the U.S. Food and Drug Administration (FDA), NOAA seized thousands of pounds of falsely labeled seafood and
successfully indicted or convicted many individuals involved in these illegal activities.

The U.S. Climate Reference Network (USCRN) is a network of climate stations now being developed as part of a NOAA initiative.
Its primary goal is to provide future long-term homogeneous observations of temperature and precipitation that can be coupled to
long-term historical observations for the detection and attribution of present and future change. In FY 2008, NOAA finished installing
the last nine of the 114 stations as part of its new, high-tech climate monitoring network. These 114 stations track national average
changes in temperature and precipitation trends with exceptional precision and accuracy, helping to pinpoint the shifts in America's
changing, often unpredictable, climate.

National Weather Service (NWS) forecasters anticipated the February 5-6, 2008, tornado outbreak that swept across the Southeast
several days in advance, focusing on the possible affected areas six days prior to the event. The initial lead time allowed the Weather
Forecast Offices to gradually ramp up for severe weather operations and tailor their Hazardous Weather Outlooks to include the risk
of severe weather and tornadoes as much as four days in advance.

NWS began an initiative to improve aviation weather services for the Federal Aviation Administration (FAA). In response to FAA's
request for improved services, NWS will deliver new Advanced Weather Interactive Processing System (AWIPS) Remote Display (ARD)
capabilities for the aviation weather forecasts. Our long-term goal is to increase the accuracy of aviation forecasts to 80 percent.

Efforts initiated by NOAA's Aviation Weather Program have led to a dramatic reduction in the false alarm rate (FAR) for NWS aviation
forecasts of ceiling and visibility lower than Instrument Flight Rules (IFR) minimums. This GPRA goal reflects the percent of IFR
forecasts that do not occur. Target FAR for FY 2008 is 44 percent, but performance for the first three quarters is significantly better,
at 36 percent. This performance improvement can be attributed to a number of efforts, including forecast training courses, forecaster
education efforts to increase awareness of aviation needs, and the development of semi-automated tools to assist the forecasters in
the production of Terminal Aerodrome Forecasts.

Program Data, Department-wide Management, and Financial Performance

The financial data and performance results described in this report enable us to administer our programs, gauge their success, and
make adjustments necessary to improve program quality and service to the public. Bureaus continue to take specific steps to eliminate
ineffective or ambiguous performance measures. Performance measures are a key element of Office of Management and Budget
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(OMB) program reviews using the Program Assessment Rating Tool (PART). | am very pleased that four Department programs
underwent successful PART reviews during FY 2008: ITA/U.S. and Foreign Commercial Service (US&FCS), USPTO/Patents, USPTO/
IP Protection Activities, and NOAA/Tsunami Program. The Tsunami Program, while somewhat new, received the highest score a
Department program has ever received. Furthermore, of the 33 Department programs that have undergone a PART review, 31—or 94
percent—have achieved an "Adequate” or better, compared with 81 percent of all federal programs.

In response to the Reports Consolidation Act of 2000, we are reporting that the financial and performance data presented are
substantially complete and reliable, in accordance with OMB Nos. Circulars A-136 and A-11. Details, including any specific data
limitations, are discussed in the body of the report. Our financial management systems are in substantial compliance with the
requirements of the Federal Financial Management Improvement Act of 1996 (FFMIA). For the tenth year in a row, and every year of
this administration, our financial statements have received an unqualified (“clean”) opinion by independent auditors.

The Department reviews its performance validation and verification processes to ensure that the performance data are accurate.
The Department maintains a quarterly monitoring process that reviews performance measurement data as well as the measures
themselves. This process includes selecting specific performance measures for review each quarter, requiring that the bureaus provide
all of the data used for determining results, reviewing the measures for validity, and then developing recommendations for improving
them.

We must also comply with the management control standards established by the Federal Managers' Financial Integrity Act of 1982
(FMFIA) and OMB No. Circular A-123. Continual evaluation of our operations through a variety of internal and external studies
enables us to determine whether our systems and management controls comply with the FMFIA. Based on these reviews for the
programs, organizations, and functions covered by the FMFIA, the Department's systems of management controls, taken as a whole,
provide reasonable assurance that the objectives of the FMFIA have been achieved with the exception of one material weakness.
Although we made significant progress on IT security during FY 2008, some aspects of this material weakness have not been fully
resolved. Further information can be found in the Management's Discussion and Analysis section of this report.

In our efforts to make our programs more efficient, effective, and results-oriented, we continue to be guided by the President's
Management Agenda (PMA). We have made significant progress in implementing the core government-wide initiatives: strategic
management of human capital, competitive sourcing, improved financial performance, electronic government, and improved program
performance. The Department remains engaged in activities that support effective research and development investments as well
as faith-based and community initiatives, two of the PMA initiatives for selected departments. Additionally, we are committed to
ensuring the cost-effective use of public resources by increasing the Department's percentage of performance-based contracts.

In Conclusion

Again, | am proud to submit this report on the FY 2008 performance results for the Department of Commerce. | hope the report
will provide a useful look at the activities of the Department and its 39,000 employees, whose work continues to result in
improvements in the Nation's economic situation, and in scientific progress and environmental stewardship that benefit people
around the globe. | believe that we are leaving the Department in a strong position to further our mission and management

objectives.

Carlos M. Gutierrez
Secretary of Commerce
November 15, 2008
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HOW TO USE THIS REPORT

his Performance and Accountability Report (PAR) for FY 2008 provides the

Department of Commerce’s financial and performance information, enabling

the President, Congress, and the American people to assess the Department's
performance as provided by the requirements of the:

® Reports Consolidation Act of 2000 and other laws

® Government Management Reform Act of 1994

@ Government Performance and Results Act (GPRA) of 1993
® Chief Financial Officers (CFO) Act of 1990

® Federal Managers' Financial Integrity Act (FMFIA) of 1982.

The assessment of the Department’s performance contained in this report compares

performance results to the Department’s strategic goals and performance goals.
The Department's Strategic Plan, Performance Plan, and annual PARs are available on the Department's Web site at http://www.
osec.doc.gov/bmi/budget/budgetsub_perf_strategicplans.htm. The Department welcomes feedback on the form and content of
this report.

This report is organized into the following major components:

STATEMENT FROM THE SECRETARY OF COMMERCE

The Secretary's statement includes an assessment of the reliability and completeness of the financial and performance information
presented in the report and a statement of assurance on the Department's management controls as required by the FMFIA.

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

This section provides an overview of the financial and performance information contained in the Performance Section, Financial
Section, and Appendices. The MD&A includes an overview of the Department’s organization, highlights of the Department’s
most important performance goals and results, current status of systems and internal control weaknesses and other pertinent
information, such as the progress being made by the Department in implementing the President’s Management Agenda (PMA) and
the key management challenges identified by the Office of Inspector General (0IG).

PERFORMANCE SECTION

This section provides the annual performance information as required by Office of Management and Budget (OMB) Circular A-11
and GPRA. Included in this section is a detailed discussion and analysis of the Department's performance in FY 2008. For each
service and major office, the results are presented by each performance goal within the four Department strategic goals.

FINANCIAL SECTION

This section contains the details of the Department's finances in FY 2008. A message from the Department's Chief Financial Officer
(CFO), is followed by the information on the Department's Financial Management, Debt Management, Payments Management,
audited financial statements, other supplemental financial information, and the Independent Auditors’ Report.

APPENDICES

This section provides a discussion of the data sources used in this report, summary chart of performance information, financial
information, and a glossary of acronyms.
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MISSION AND ORGANIZATION

MISSION

Tae DEPARTMENT OF COMMERCE CREATES THE CONDITIONS FOR

ECONOMIC GROWTH AND OPPORTUNITY BY PROMOTING INNOVATION,

ENTREPRENEURSHIP, COMPETITIVENESS, AND STEWARDSHIP.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

FY 2008 PERFORMANCE AND FINANCIAL HIGHLIGHTS

PERFORMANCE HIGHLIGHTS

verall performance results for the Department show

that of the 124 performance targets, 90 percent were at

or above target, one percent slightly below target, and
seven percent not on target. These results are better than last year,
when 86 percent were at or above target. Below are the performance
results by strategic goal and financial highlights. Achieving results
in each of the strategic goals furthers the Department's mission.
This summary provides a snapshot of the targeted achievements.
Discussions and highlights of successes can be found in the
performance discussions of each performance goal.

Percentage

(Dollars In Millions)’

For the Years Ended September 30, 2008 and 2007
Obligations by Strategic Goal:

Strategic Goal 1: Provide the Information and Tools to Maximize
U.S. Competitiveness and Enable Economic Growth for American
Industries, Workers, and Consumers

Strategic Goal 2: Foster Science and Technological Leadership by
Protecting Intellectual Property, Enhancing Technical Standards, and
Advancing Measurement Science

Strategic Goal 3: Observe, Protect, and Manage the Earth’s
Resources to Promote Environmental Stewardship

Management Integration Goal: Achieve Organizational and
Management Excellence

TOTAL OBLIGATIONS

Full Time Equivalents (FTEs) by Strategic Goal:

Strategic Goal 1: Maximize U.S. competitiveness and enable
economic growth for American industries, workers, and consumers

Strategic Goal 2: Promote U.S. innovation and industrial
competitiveness

Strategic Goal 3: Promote environmental stewardship

Management Integration Goal: Achieve Organizational and
Management Excellence

TOTAL FTEs

amounts.

PERFORMANCE RESULTS

Number of Targets

B Blue

exceeded performance target

B Green
met performance target

Yellow
almost met performance target

B Red

did not meet performance target

Change

+22.1%

-1.1%

+2.7%

-5.0%
+5.3%

+7.0%

+5.1%
+5.9%

-1.0%
+5.9%

FY 2008

FY 2007

$2626.2 $2150.2
3,656.3 3,696.2
Total Obligations
44360 43212 4
£ s
i
68.6 722 E 2
0
$10,787.1  $10,239.8 FY2008  FY 2007
12,259 11,459
11,965 11,383 Total FTEs
12,637 11,933 L&
5 30
291 294 £
37,152 35,069 FY 2008  FY 2007

TPerformance obligations may differ from obligations shown in financial reports because they do not include one-time funds for unexpected events
(e.g., Hurricane Katrina) or reimbursable work that cannot be planned. In these cases, these obligations are not factored into bureau performance

FY 2008 PERFORMANCE

AND ACCOUNTABILITY

REPORT
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FINANCIAL HIGHLIGHTS

(Dollars In Thousands)

As of September 30, 2008 and 2007
Condensed Balance Sheets:
ASSETS:

Fund Balance with Treasury

General Property, Plant, and Equipment, Net

Loans Receivable and Related Foreclosed Property, Net
Other

TOTAL ASSETS

LIABILITIES:

Unearned Revenue

Spectrum Auction Proceeds Liability to Federal Communications
Commission

Federal Employee Benefits

Accounts Payable

Accrued Grants

Debt to Treasury

Accrued Payroll and Annual Leave

Other

TOTAL LIABILITIES

NET POSITION:

Unexpended Appropriations
Cumulative Results of Operations

TOTAL NET POSITION

TOTAL LIABILITIES AND NET POSITION

For the Years Ended September 30, 2008 and 2007

Condensed Statements of Net Cost:

Strategic Goal 1: Maximize U.S. Competitiveness and Enable
Economic Growth for American Industries, Workers, and Consumers

Strategic Goal 2: Promote U.S. Innovation and Industrial
Competitiveness

Strategic Goal 3: Promote Environmental Stewardship
TOTAL NET COST OF OPERATIONS

Total Gross Costs
Total Earned Revenue

Total Net Cost Of Operations

Percentage
Change

+251%
+8%
-2%
+8%

+137%

-1%

N/A
+1%
+5%
-8%
-26%
+14%
+63%

+409%

+14%
+29%

+22%

+137%

+20%
+75%

+8%
+20%

+15%
+3%

+20%

FY 2008 FY 2007

$ 26633414 §
6,190,408
511,009
381,974

7,596,655
5,729,764
519,854
354,450

Total Assets

$ 33716805 $1

4,200,723

$40
$30
$20
$10

FY 2008  FY 2007

$ 1418367 $ 1,427,165
17,171,707 -
666,563 625,816
455,146 432,194 Total Liabilities
373,525 404,939 =
476,653 645,997 &
452,073 396,444 £ 815
480,934 295,541 T %
$ 21,500,968 $ 4,228,096 FY 2008  FY 2007
Total Net Position
$ 5,180,387 $ 4,528,905
7035450 5443722 -
S 99
$ 12,215,837 $ 9,972,627 % 6
=83
$ 33716805 $ 14,200,723 S e
$ 2198131 $ 1,834,941
1,422,763 814,164
4,077,919 3,785,802
Total Net Cost of Operations
$ 7698813 $ 6,434,907 $10
o $8
$ 10,330,098 $ 8,977,486 g 36
(2,631,285)  (2,542,579) : s
$ 7698813 $ 6,434,907 S0 FY2008  FY 2007

FY 2008
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REVIEW OF FINANCIAL POSITION AND RESULTS

FY 2008 ASSETS

1%

2%—|

I Fund Balance with Treasury

I General Property, Plant, and
Equipment, Net

18%

Loans Receivable and Related
Foreclosed Property, Net

[ Other

79%

FY 2008 LIABILITIES

2%
3% 20/2% b 2%
()

2% Spectrum Auction Proceeds

Liability to FCC

Unearned Revenue

7% Federal Employee Benefits
Accounts Payable
Accrued Grants

Debt to Treasury

Acrued Payroll and
80% Annual Leave

Other

Assets

The Department had total assets of
$33.7 billion as of September 30, 2008.
This represents an increase of $19.5
billion (137 percent) over the previous
year's total assets of $14.2 billion. The
increase is primarily the result of Fund
Balance with Treasury increasing by
$19.0 billion, which mainly resulted
from proceeds of $19.0 billion from the
Federal Communications Commission
(FCC) auction of licenses for recovered
analog spectrum held in March 2008.
General Property, Plant, and Equipment,
Net increased $461 million or 8 percent,
from $5.7 billion to $6.2 billion,
mainly due to an increase of $632
million in  Construction-in-progress,
primarily for National Oceanic and

Atmospheric  Administration (NOAA)
satellites/weather  systems personal
property.
Liabilities

The Department had total liabilities of
$21.5 billion as of September 30, 2008.
This represents an increase of $17.3

billion (409 percent) over the previous year's total liabilities of $4.2 billion. The increase is primarily the result of the Spectrum
Auction Proceeds Liability to FCC of $17.2 billion as of September 30, 2008, resulting from the FCC auction of licenses for
recovered analog spectrum held in March 2008. Accrued Payroll and Annual Leave increased $56 million mainly due to an increase

in the number of days accrued and normal salary increases. Debt to Treasury decreased $169 million due to significant Digital

Television Transition and Public Safety Fund borrowing repayments. Other Liabilities increased $185 million primarily due to

accrued coupons of $166 million for converter box coupons not yet redeemed for National Telecommunications and Information

Administration's (NTIA) Digital-to-Analog Converter Box Program.
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FY 2008 NET COST OF OPERATIONS

53% 29%

[ Strategic Goal 1
Il Strategic Goal 2
Il Strategic Goal 3

18%

Net Cost of Operations

In FY 2008, Net Cost of Operations amounted to $7.7 billion, which consists of Gross Costs of $10.3 billion less Earned Revenue
of $2.6 billion. Strategic Goal 1 includes Gross Costs of $2.5 billion related to maximizing U.S. competitiveness and enabling
economic growth for American industries, workers, and consumers. Strategic Goal 2 includes Gross Costs of $3.5 billion related
to promoting U.S. innovation and industrial competitiveness. Strategic Goal 3 includes Gross Costs of $4.3 billion related to
promoting environmental stewardship. The Strategic Goal 1 increase in Net Cost of Operations of $363 million or 20 percent is
primarily due to an increase in Gross Costs of $354 million for Census Bureau's Decennial and Periodic Censuses major program,
mainly due to an increase in Gross Costs for the 2010 Decennial Census. The Strategic Goal 2 increase in Net Cost of Operations of
$609 million or 75 percent is primarily due to an increase in Gross Costs of $617 million for NTIA's Digital Television and Transition
Public Safety Fund, which includes several programs.
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THE DEPARTMENT OF COMMERCE PROCESS FOR

STRATEGIC PLANNING AND PERFORMANCE REPORTING

Management Strategic Framework, Performance Planning and Reporting at a Glance

A

Performance Management Process STRATEGIC GOALS
An overall performance management process ensures TR obREREE s
that performance feedback, accountability, performance )
results, corrective action, and performance planning
SEa PERFORMANCE OUTCOMES
' AND MEASURES
PROGRAM-SPECIFIC
PERFORMANCE MEASURES
PROGRAM-SPECIFIC OUTPUTS

PROGRAM/EMPLOYEE PERFORMANCE

he Department's Strategic Plan provides a comprehensive vision for fostering the conditions that create jobs; increasing

the productivity of the U.S. economy; encouraging the economic growth that benefits all U.S. industries, workers, and

consumers; enhancing technological leadership and environmental stewardship; and supporting market growth strategies.
The plan puts forth broad objectives, targets specific outcomes, and identifies key challenges. The Department issued its strategic
plan for FY 2007-FY 2012 in June 2007. It can be found at http;//www.osec.doc.gov/bmi/budget/07strplan/DOCO7strplan.pdf.

The Department's goal structure has three levels. Strategic goals describe outcomes that emerge from the Department's mission.
Each of these goals in turn has outcome goals or objectives that define the results that the bureaus aim to achieve. These are long-
term objectives that often involve more than one Department bureau. Within each strategic objective are performance outcomes
tied to specific bureaus that support each outcome goal and provide program-level clarity of purpose. Each has associated
indicators and targets to measure the Department's impact on a continuous basis. Because Strategic Goal 3 is entirely one bureau
(NOAA), and does not cross bureaus, only performance objectives (and not outcomes) appear. Likewise, because the Management
Integration Goal is so small (representing one percent of the budget), and refers only to Departmental Management (DM) and the
Office of Inspector General (0IG), only objectives appear.

The Strategic Plan and Bureau Annual Performance Plans (APP) provide the Department's bureau-specific performance goals and
measures that align with the Department’s strategic goals and objectives. These performance goals are linked with the resource
requirements for the past, current, and upcoming fiscal years. Each plan is integrated with the President's budget submission to
Congress, at the bureau level. Bureau FY 2009 APPs can be found at: http://www.osec.doc.gov/bmi/budget/.
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This Performance and Accountability Report (PAR) provides a public accounting of the Department's FY 2008 performance results
and completes the Department's performance management process. The Web address of the FY 2008 PAR is http.//www.osec.doc.
gov/bmi/budget/fy08par.htm. Appendix A of the FY 2008 PAR provide details of the Department's performance and explanatory
materials supporting the program results.

How the Department Selects Its Performance Outcomes and Measures

Performance outcomes articulated in the introductory material for each goal in the Strategic Plan and APP are aimed at achieving
one or more strategic outcomes, and convey a sense of how the Department creates value for the U.S. public. Performance measures
depict tangible progress by Department program activities toward these goals. The Department has tailored performance measures
to be more outcome-oriented (described in the next section). When considered along with external factors and information
provided in program evaluations, these measurements give valuable insight into the performance of Department programs, and are
meant to broadly illustrate how the Department adds value to the U.S. economy. The FY 2008 PAR depicts a top-level, integrated
system for managing for results within the Department, but is not an exhaustive treatment of all Department programs and
activities. This report must also be read with each Department bureau's own performance results to gain a comprehensive picture
of the Department’s accomplishments in FY 2008. More in-depth performance results for FY 2008 and prior years are available
in Appendix A, and other information about the bureaus can be found on individual bureau Web sites. The directory of Web sites
is located on the back cover of this report and provides a good foundation for researching additional information. Descriptions
of any changes between FY 2007 and FY 2008 as well as descriptions including validation and verification information of each
measure can be found on the Department's Web site at www.osec.doc.gov/bmi/budget/fy08par.htm. This Web site provides all
measure descriptions for each bureau as part of the FY 2008 annual budgets for each bureau incorporated as Exhibit 3A (APP) of
each bureau's budget submission.

Performance Validation and Verification

The Department uses a broad range of performance outcomes and measures to make reporting useful and reliable. It is imperative
to demonstrate that performance measures are backed by accurate and reliable data; valid data are important to support
management decisions on a day-to-day basis. The data and the means to validate and verify the measures are also diverse.
As in the measures descriptions above, validation and verification tables appear in the APPs of each bureau's FY 2008 budget
submissions. These tables identify each measure, and the following information: (1) data source, (2) frequency, (3) data storage,
(4) internal control procedures, (5) data limitations, and (6) any actions to be taken. This information is available at www.osec.
doc.gov/bmi/budget/fy08par.htm.

Currently, the Department reviews its performance validation and verification processes to ensure that the performance data
are accurate. The Department maintains a quarterly monitoring process that reviews performance measurement data as well as
the measures themselves. This process includes selecting specific performance measures for review each quarter, requiring that
the bureaus provide all the data used for determining these measures, reviewing the measures for validity, and then developing
recommendations for improving the measures.
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Performance Controls and Procedures

Performance Data: The Department's performance measurement data are collected by its 13 bureaus, each with systems to
manage their data validation and verification processes. Some of these are automated systems and others are manual processes.
Data can be divided into three types: Financial Data, Data Management Methods, and Data from Manual Processes. Some
examples include: jobs created or retained (Economic Development Administration [EDA]), lead time of tornado warnings (National
Oceanic and Atmospheric Administration [NOAA]), and trademark applications filed electronically (U.S. Patent and Trademark
Office [USPTO]).

Financial Data: As stated above, the Department has a high degree of confidence in its financial data. Normal audit and other
financial management controls maintain the integrity of these data elements. During FY 2008 Consolidated Financial Statement
audit, tests and review of the core accounting system and internal controls were conducted as required by the Chief Financial
Officers (CFO) Act. Further, the Department conducted its assessment of the effectiveness of internal control over financial
reporting, which includes safeguarding of assets and compliance with applicable laws and regulations, in accordance with the
requirements of Appendix A of OMB Circular A-123, and based on the results of this evaluation, the Department provided
reasonable assurance that its internal control over financial reporting was operating effectively.

Performance Reviews: The Department also conducts quarterly performance reviews. During these reviews, bureau heads report
to the Deputy Secretary on the current status of bureau performance, including PART results and efforts on the President's
Management Agenda (PMA), and progress towards Government Performance and Results Act (GPRA) measures that will appear
at the end of the year in this report.
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MOST IMPORTANT RESULTS

he Department focuses on three different, yet inter-related aspects of economic growth and opportunity—growth,

innovation, and environment—with each aspect reflected in each of the Department's strategic goals. A fourth goal—

management integration—is linked to all three goals, focusing on various aspects of improving the management of the
Department. This structure is shown below.

The Department promotes growth by developing
partnerships with state, local, private, and non-profit

DEPARTMENT OF COMMERCE

. . PERFORMANCE STRUCTURE
enterprise so as to encourage economic growth and

development (objective 1.1). The Department also EDA NIST
encourages trade by promoting U.S. exports (objective MABDA SEPSTO
1.1) while at the same time monitoring those exports to BIS NTIA
prevent any export of goods that could be used for any g‘éxsus

activities against the United States (objective 1.2). The

Department also develops and publishes the economic DM
statistics and indicators (e.g., gross domestic product 0IG
[GDP]) that are essential to U.S. business (objective 1.3). NI

Finally, the Department encourages growth by assisting
small manufacturers (objective 1.4).

The Department promotes innovation through research

and the development of new applications of research (e.g., quantum mechanics) to assist the private sector (objective 2.1). The
Department also encourages the development of new technology and the protection of intellectual property (IP) through the
issuance of patents and trademarks (objective 2.2). Finally, the Department advances the telecommunication sector by making
certain that the allocation of the radio spectrum provides the greatest benefit to all people as well as promoting new sources of
advanced telecommunications (objective 2.3).

The Department promotes the use of the environment that both assists the American people while maintaining U.S. natural
resources. The Department monitors the fishing industry and U.S. marine habitats to prevent overfishing and maintain and
preserve U.S. natural marine habitats (objective 3.1). The Department also researches long-term effects of climate change
(objective 3.2). The Department also provides daily weather reports and warnings and tracks the progress of severe storms such
as hurricanes and tornadoes (objective 3.3). Finally, the Department also encourages trade and shipping by providing essential
navigation maps to the private sector (objective 3.4). The Department also provides mission support activities (e.g., satellites) that
support the other four objectives within Strategic Goal 3.

Management Integration promotes greater efficiency within all three strategic goals of the Department through various
information technology (IT) activities, financial management oversight and administration, and periodic reviews of programs.

In terms of funding, no strategic goal dominates the other with occasional fluctuations occurring that change the respective
percentages. For example, in FY 2007 the National Telecommunications and Information Administration (NTIA) received an
authorization of $2.136 billion for Digital Conversion. Likewise as 2010 approaches, Census Bureau funding will increase to where
it alone will represent approximately half the Department's budget.
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Within each strategic goal is a set of performance objectives that cut across bureau programs, and within each objective are
performance outcomes unique to each bureau. Because the National Oceanic and Atmospheric Administration (NOAA) comprises
an entire strategic goal, the structure does not go below the performance objective level. Likewise, for the Management Integration
goal, because it is so small (representing less than one percent of the budget), the structure goes only to the performance objective
level. In previous years, these objectives/outcomes were noted as performance goals. Under Office of Management and Budget
(OMB) guidance and in an effort to establish a more outcome orientation to its performance, the Department has to a certain
extent modified these outcomes and therefore changed the wording.

On the following page is a listing of the key measures of each of the bureaus in the Department. This list is not all-inclusive.
Further information concerning these and other performance measures can be found in Appendix A. The status of a given measure
is either exceeded (more than 125 percent of the target), met (100 to 125 percent of target), slightly below (95 to 99 percent
of the target) or not met (below 95 percent of target). After this list is a discussion of the Department's most important results,
challenges, and action plans by strategic goal.
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KEY PERFORMANCE MEASURES

STRATEGIC
GOAL

Strategic Goal 1:

Maximize U.S.
competitiveness
and enable
economic growth
for American
industries,
workers, and
consumers

12

STRATEGIC
OBJECTIVE

Strategic Objective 1.1:
Foster domestic economic
development as well as
export opportunities

Strategic Objective 1.2:
Advance responsible
economic growth and
trade while protecting
American security

Strategic Objective 1.3:
Advance key economic and
demographic data that
support effective decision-
making of policymakers,
businesses, and the
American public

Strategic Objective 1.4:
Position small
manufacturers to compete
in a global economy

PERFORMANCE MEASURE
Private investment leveraged (EDA)
Jobs created/retained (EDA)

Number of export successes made as a result of ITA involvement (ITA)

STATUS

Exceeded

Annual cost savings resulting from the adoption of Manufacturing and
Services (MAS) recommendations contained in MAS studies and analysis
(ITA)

Percent of industry-specific trade barriers addressed that were removed or
prevented (ITA)

Exceeded

Exceeded

Percent of imports by China that are exported from the United States (ITA)
Percent of imports by India that are exported from the United States (ITA)
Dollar value of contract awards obtained (billions) (MBDA)

Dollar value of financial awards obtained (billions) (MIBDA) Exceeded
Percentage of market access and compliance cases resolved successfully (ITA)

Value of market access and compliance cases resolved successfully (ITA) Exceeded

Percent of licenses requiring interagency referral referred within 9 days (BIS)

Number of actions that result in a deterrence or prevention of a violation

. . .. L . E ded
and cases which result in a criminal and/or administrative charge (BIS) xeeede

Complete key activities for cyclical census programs on time to support
effective decision-making by policymakers, businesses, and the public and
meet constitutional and legislative mandates (Census)

Achieve pre-determined collection rates for Census Bureau censuses and
surveys in order to provide statistically reliable data to support effective
decision-making of policymakers, businesses, and the public (Census)

Correct street features in the TIGER (geographic) database - number of
counties completed to more effectively support: Census Bureau censuses
and surveys, facilitate the geographic partnerships between federal, state,
local and tribal governments, and support the E-Government initiative in the
President's Management Agenda (Census)

Timeliness: Reliability of delivery of economic data (number of scheduled
releases issued on time) (BEA)

Relevance: Customer satisfaction of products and services (mean rating on a
5-point scale) (BEA)

Accuracy: Percent of GDP estimates correct (BEA)

Increased sales attributed to Hollings Manufacturing Extension Partnership
(MEP) centers receiving federal funding (NIST)

Exceeded
Capital investment attributed to Hollings MEP centers receiving federal
funding (NIST)

Cost savings attributed to Hollings MEP centers receiving federal funding
(NIST)

Exceeded

Exceeded

(continued)
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Strategic Goal 2:

STRATEGIC
GOAL

Promote U.S.
innovation
and industrial

competitiveness

Strategic Goal 3:

Promote
environmental
stewardship

Management

Integration Goal:

Achieve
organizational

and management

excellence

FY

2008

PERFORMANCE

KEY PERFORMANCE MEASURES (CONTINUED)

STRATEGIC
OBJECTIVE

Strategic Objective 2.1:
Advance measurement
science and standards that
drive technological change

Strategic Objective 2.2:
Protect intellectual
property and improve the
patent and trademark
system

Strategic Objective 2.3:
Advance global
e-commerce as well as
telecommunications and
information services

Strategic Objective 3.1:
Protect, restore, and
manage the use of coastal
and ocean resources

Strategic Objective 3.2:
Advance understanding
of climate variability and
change

Strategic Objective 3.3:
Provide accurate and
timely weather and water
information

Strategic Objective 3.4:
Support safe, efficient, and
environmentally sound
commercial navigation

AND

PERFORMANCE MEASURE

Qualitative assessment and review of technical quality and merit using peer
review (NIST)

Customer satisfaction (NTIS)

STATUS

Patent allowance compliance rate (USPTO)

Patent in-process examination compliance rate (USPTO)
Patent average total pendency (months) (USPTO)
Trademark final action compliance rate (USPTO)
Trademark average total pendency (months) (USPTO)

Number of instances in which External Affairs (EA) experts review

E
intellectual property (IP) policies/standards (USPTO) xceeded

Support new telecom and information technology by advocating
Administration views in number of FCC docket filings, and Congressional and

other proceedings in which Administration views are advocated (NTIA) Exceeded

Fish stock sustainability index (FSSI) (NOAA)

Percentage of living marine resources (LMR) with adequate population

assessments and forecasts (NOAA)
Number of habitat acres restored (annual/cumulative) (NOAA) Exceeded

Annual number of coastal, marine, and Great Lakes habitat acres acquired or

E ded
designated for long-term protection (NOAA) e

Determine the national explained variance (%) for temperature and
precipitation for the contiguous United States using USCRN stations (NOAA)

Error in global measurement of sea surface temperature (NOAA)

Severe weather warnings for tornadoes (storm-based) - Lead time (minutes)

(NOAA) Exceeded

Severe weather warnings for tornadoes (storm-based) - Accuracy (%)

(NOAA)
Hurricane forecast track error (48 hours) (nautical miles) (NOAA) Exceeded

Hydrographic survey backlog within navigationally significant areas (square
nautical miles surveyed per year) (NOAA)

Percentage of U.S. counties rated as fully enabled or substantially enabled
with accurate positioning capacity (NOAA)

Provide accurate and timely financial information and conform to federal
standards, laws, and regulations governing accounting and financial
management (DM)

Improve the management of information technology (DM)

Percentage of OIG recommendations accepted by Departmental and bureau
management (0IG)

Dollar value of financial benefits identified by the OIG (0IG) Exceeded

1
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q STRATEGIC GOAL 1

Maximize U.S. competitiveness and enable economic growth for American industries, workers, and consumers

Most Important Results

In FY 2008, the Department met or exceeded 86 percent of

STRATEGIC GOAL 1

accomplishments and impacts that the Department had on Number of Targets
the U.S. public include the following:

the targets it had set for the year. Some of the significant

B Blue
exceeded performance target

B Green
met performance target

1<

Through programs within the Economic Development
Administration (EDA), the Department generated by

FY 2008 approximately $4.2 billion in private investment Yellow
and 57,700 jobs as a result of approximately $370 million - almost met performance target
Red

in investments made in FY 1999, a 11-to-1 benefit-to-cost
ratio, and a cost of $6,400 per job. EDA data indicate that
investments made in FY 2005, FY 2002, and FY 1999 (three,
six, and nine years prior to FY 2008) generated $6.6 billion
in private investment and created or retained 103,239 jobs. EDA anticipates that investments of approximately $200 million made
in FY 2008 will recoup the original amount by 2011, generating $245 million, and then continue to increase to $612 million by
FY 2014, and $1,223 million by FY 2017. EDA expects that those same investments will create or retain 6,256 jobs by 2011, 15,640
jobs by FY 2014, and 31,280 jobs by FY 2017.

did not meet performance target

Likewise, an investment of $30 million in the area of minority development generated $1.85 billion in terms of the dollar value
of contract and financial awards.

The Department played a leading role in the expansion of U.S. trade, including efforts to strengthen trade promotion by leveraging
strategic partnerships, advancing free trade agreements (FTA) to promote U.S. exports in strategic and emerging markets, and
advancing transformational commercial diplomacy. These priorities reinforce the Department's desire to broaden and deepen
the export base. The International Trade Administration (ITA) began to engage with strategic partners in targeted marketing
strategies to assist other U.S. companies wanting to export more or export better. During this past year, the Department
continued to expand its outreach to strategic partners, including U.S. cities and states, corporate partners, and trade associations.
The Commercial